
Person t o  Contact:  *** *********   

********  * *  * * * * * * * *  Tel  ephone: ****** *********** 
****** ****** ******** ******  
* * * * * * * * * * * * * ******* Rep1 y Code: ********** 

Date: 
AUG 15 1990 

CERl' IF IkL_M_?_ZI 

Dear S i r  o r  Madam; 

You appl i e d  f o r  r bcogn i t i on  o f  exemption from Federal  Income Tax under sect ions 
501(c) (31,  501(c) ( 4 1 ,  501(c) (51, 501 (c) (7), and 5Ol(c) (8) o f  t h e  I n t e r n a l  
Hevenl~c Code, f i l  i17g bo th  a p p l i c a t i o n  Forms i023 and 1024. 

Uocumentation submi t ted shows you were incorporated ************* ** *****  under the 
laws o f  **** ******************* * *  * * * * * * * *  ,  by *********** * * * ********* , who named 
h e r s e l f  as t h e  so le  d i r e c t o r  and h e r s e l f  and her teacher, * * * * * * * * * * *** ********** ,  
o f  ******  *********  as the  ***   v o t i n g  members. Your a r t i c l e s  as o r i g i n a l l y  f i l e d  
gave no statctnent o f  purpose, b ~ ~ t  r e f e r  t o  you as a school ,  Your a r t i c l e s  have 
since been amended t o  prov ide t h a t  you are organized exel u s i v e l  y f o r  cha r i  tab1 e, 
educat ional ,  r e l i g i o u s  and s c i a n t - i i i c  purposes, t o  conform with the 
c x c l  c ic i iv~ness o f  purpose req~t i  r ed  f o r  exempt i on  under s e c t i o n  501 ( c )  ( 3 ) .  

Your purpose as s t a t e d  i n  your app l - i ca t ion  Form 1023 i s  " t o  achieve a higher 
l e v e l  o f  c i v i l  i z a t i o n ,  thz psyc t i o i n te l l ec tua l  one, f o l  i o w j n g  t he  present and 
Fltture e v o l u t i o n  s i ~ d  behavior. o f  man". In  Form 1024, you s t a t e  your pLtrpose i s  
" t o  e s t a b l i s h  t he  example s o c i e t y  who w i l l  represent the t r u e  truth, the  U n i t e d  
S t a t e s "  and you s t a t e  your example soc ie t y  w i l l  be a spec ia l  
b r o t h e r - h o o d - s i s t e r k d ,   he psycho in te l l  cctua? s who w i l l  represent  t hc  f u tu re  
human evol  L I . L : ~  on. 

The i n fo rma t i on  you submit ted regard ing  your present and proposed a c t i v i t i e s  i s  
vagire and o f t e n  cor l t radictot-y.  Repl i c s  t o  q~.~est ions have o f t e n  been i n  the 
f i r s t  person, fa;14ng t o  d i s t i n g u i s h  you from your  founder (e.9. "I am a school" 
and "1 am a n o n - p r o f i t  corporat ian. " )  

You s t a t e  yoir p l an  t o  e s t a b l i s h  a school t o  "teach the t r u e  truth". Yoii s t a t e  
that you have no f a c i l i t i e s  o ther  than the home o f  yo i~t '  f o ~ ~ n d e r ,  and you arc  
p r o h i b i t e d  f r o m  usir ig your horne as a school o r  as a p lace t o  h m e  students atid 
reach. You alsr, s t a t e  yo11 are running the school ,from your ( founder 's)  home 
thr-ough he r  w;-it-it:gs and telephone, and t h a t  you p l an  l a t e r  on t o  purchase o r  
r e n t  a pl irce F o r  an o f f i c e ,  7cctur.e ha1 1,  l a b o r a t o r y ,  *** gymnasium. Elsewhere 
yoir s t a t e  that  you hope t o  estsbl Ssh a c h a i r  a t  ****** ******** * * * * * * * * * * *  f o r  your 
foundcr, *********** ****************** ********* , and ye t  i n  another response you 
indicate *********** *****************  has been barred from the campus a t  ********* *******  



You a l s o  s t z t e  your fot~ndel.. i s  c u r r e n t 1  y the  on1 y rierrion qua1 i f i e d  t o  t.each the 
t r u t h  ( r e f e r r e d  t.o a l s o  as *************** ****** ******* * * * * * * * * * *  *****  ) ,  o t h r ~ r  
i!;dij ;:&. - t a m  ,;,:, ~ C ; ~ C ~ P * * *  ********** * * *  ***********  w!io cwns s i m i i a r  I - ~ j h t s  i n  *****  and 
elsewhere, ~ h o  runs, .o r  i s ,  ************ ** * * * *  n s ,  ;iiiC dIi3 ":- . -  rrspt n c i h l e  f o r  t h e  
we1 f a r e  o f  hunaq i t y  ." 
You s t a t e  your founder w i l l  p e r s o n a ? l y  s e l e c t  her  s t t i den ts  i n i A i a l ' l y ,  a17d 
w i l l  send s~ i -h  students  t o  ********  t o  be .taught o r  prepared by ************ * * * , 

* * * * * * * * * *  t.s >c teachers  o f  your be1 i e f s ,  

You s t a t e  your  school i s  " o n l y  f o r  t h e  f e w  chosen students ~ h o  w i l l  q u a l i f y  t o  be 
ins ide  the ********  ." You a! so s t a t e  anyone can bccoifie a st:l+v+tt: b u t  01-11 1: a f : ~  
will rem'lin and t h a t  they w i l l  be your s tuden ts  f o r  1 i f e .  You s t a t e  your studer~is 
will be . ,  members (non-vot ing) and that you w i i l  limit your bene f i t s ,  products,  
aqd s e ~ - v i c ~ :  t o  your nrcmbers, You a l s o  s t a t e  your teachers and s t ~ ~ d e n t s  must l i v e  
Zn the  school ,  to bccoine initiated by your founder, and t h a t  shc w i l l  h i r e  the 
tCscherc  t o  teach  t h e  spec ia l  teachers  f o r  the nasses. 

i'cr!! zt;:! c "want  t r j  p r o v i d e  f o r  m y  f r a t e r r ~ i  t y  b r o t h e r s  and sisters.. l .o 1 ;vc. i71irl 
?? +io:-I: :.: tho!-lt having ccoi?nmic d j  ?='c6.!l t -y,  :;I i j i ~  FO:I;I 1933, you  s t a t e  t h a t  y o u r  

frr:?d:, k w i 7  1 bc used t o  pay f o r  t h e  s a l a r i e s  o f  teachers, the cxpc~iscs o f  the 
r.clt:cjul , f o r  i-cseiirch, Field t r i p s ,  ::lizlil i c a t i o n  o f  bookc; 2nd nlayazines, Tor t h e  
berlef-4 t s  air: s i l ~ d c n t s  !inc:!uciing:! r e t i  rc?meilt, hosprl t z l  i z a ~ i o n ,  1 i f c  insurance, ttrc 
! r f e  ;. :ii:!i" s t x i d ~ t i t ~  2nd tont ribt:tor-5, 'lnd expenses fc i -  t i r e  1 iv inr j - . i t ;  s t t rdent .~ .  

G j l i  3:qt. s t i ~ t e  "PI 1 members i;f t h c  coi,pcrra.tion w S i i be ::ovcrcd by i i fe, hca: t1.t 
2nd z c c i d e n l  i;rs~.~t-ancc., and h m e  a l l  benc f i  ts . "  You d i s o  propose t o  pay for- 
r-cc i -zr7t ior :~l  t - l - 7 ~ ~ 3  f o r  the s t u d e n t s  and Facul t y .  

Yoi.! t t a i e  t h a t  your fo l ,~ t~der  fias s e l e c ~ e d  one s t u i e n t ,  **** ****** **** ****** **** , 
a Pr*cifessor o f  Biolocjy 3 t  ******  ******** * * * * * * * * * * * .  You s t a t e  she has iia1itSatcd 
him "tflrot-ig!~ ttiolcght ." You a l s o  s t a t e  t h a t  she i s  rcsconsiblc fo r  the p r o t e c t i o n  
o f  ***** ********   ancl h i s  students; that. (because? hc works a t  ********* ********* 
* * * * * * * * * *  ,  she n1i~s.t a l s o  work  t h e r e  t o  p r o t e c t  him and h i s  s t~dsn t s :  t h a t  shc: 
w.ill h.cc.lch h is  students; !:hat she has t o  be w i t h  him " t o  p r o t e c t  h i s  thnughts and 
hi.; i i f ?  f rom thc  da!lcjerous propaganda" and t h a t  * * * * ****** has t.o be w i t h  h c r  "at  
(111 t imcs."  She s ta tes  "we a r c  a secret: eociet:;," that .  "he (*************** $ 5  God's 
,.. ,- t,27!..j:jt-t, ., through me;" arid "we a re  f a m i l y . "  Your bylaws charge your Founder- w i t h  
I-cr;poi?.sibi? i t y  f o r  t h e  p r o t e c t i o t i  o f  **** *****  , and, i n  t u r n ,  chtirgcz h i i n  w i t h  her. 
pi-ot:ectio17. I t  i s  no t  c l e a r  whether o r  rtot y o l ~  are c u r r e n t l y  pay ing  h i s  l i v i n g  
expenses, o r  whether you have as  j tct p a i d  h i s  expenses f o r  a t r i p  t o  ******** . 

YGIJ s t a t e  t h a t  you p l q ?  t o  p u b l i s h  and s e l l  boolts w r i t t e n  b y  y W r  founder, 2nd 
that these books, which i r i c lude  t r a n s l a t i o n s  o f  books w r i t t e n  by her teacher, will  
he j ' o ~ ~ t -  c u r r i c u l u m .  You s t a t e  she oNns a l l  r i g h t s  (and c o p y r i g h t s )  'tn hmcrica. 
t / o ~ ~  a l s o  s t a t e  t h a t  some o f  t hese  m a t e r j a l s  a r e  "Cop secret" and s1101~ld be 
c.las: ? F i s d .  tlocievcr, you a l so  5tat.e yo11 plan t o  sell these pub1 i c a t i o n s  t o  r.ai.;e 
norley f o r  t h e  nt.cjaniz:at i o n  I.hrouqh r o y a l  t i c s .  ( E l  st:~I-te~-c however, yol.lr fo t~r tder  
einphasires her owt7r:rship a ?  21 1 rigt11-s, patct:ts, c:apyr ights,  e t c .  and tha t  sl-~c 
necds thc  royal t i c s .  ) 

i".c ' . 
: .,!' 

&<;,8,;::;.:.?. -.::::'?.: ',i- :':: , ,,. :,.,, ,,:: . ... -. . '  . " .:,. , . ' 
[<.-.!.,,L ; : ;  ;:*. , ..,>. .> , . . . : . , , , ; : . . > . . ' . : ; . .  : : . ,  , , ..-.:..:.:.-: I ::.: , :':::'..;.. :' 1.. - . ..-' Yr"+"'"' 

r . . .  "...:,..-I..: . . l / l ,  ; . , , , . !  . .:.. . ..-. .c. . .b i .. 



i n  Yarn 1027, you tio ,?or_ clair.: l.0 be 3 ?ctll;oi descr-ihed i n  scc t ' ion  C;Ocj(ai::l) and 
5 7 0 ! S j ( l l ( P , Z ~ i i ) ,  hi!: 117 have - #  rjchoc! as a p a r t  o f  your  x t i v i t i e s .  Yol: a i s o  
r, lai?ied .to p r o v i d e  s c : i o ~ a r s t ~ i p  b a n e f i t s  o r  s t u d e n t  a i d ,  which you d i d  not: desc r ibe  
i n   ti^ Form 1023, and t c  be a medjcal reseal-ch o r g a n i z a t i o n  c o ~ r l e c t e d  w i t h  a 

, - - . .  I .  hospl :ai , s t a r  i:)g t i i a ~  ,'iJu;' ~ l ; ~ j ~ 1 c ~  ; i r ) i i  j i, ;.,.i.ii l j ~ J g 1  il\c ::i:il;;l G Y ~ s ( ~ ~ - ~ ' ! .  gf * * *  ****** ** *  ' 
.;on a t  t h e  * * * * * * * * * * ********** * *  ****  ~. 

':'c(u have 51 ed a s~. : i t  rr t h e  Circuit Cour t  a f  * * * * * * * *  ******  wli.ic\i, i n  
p a r t .  g r a n t s  t h o  Prccident o f  thc Unitec! S t a t e s  pe r rn i ss io r~  t o  "exercise. the r i g h t s  
o f  the G r e ~ t  Seal.," whjcf-i apr iarent ly  t-ef-crs b o t h  t o  " the  GI-aat Seal  o f  Hun~at i i ty ,  
:.j!!ici-i 5.it.s i n  t h t .  i"lason;c Tenlpf e" and "the Seal o f  the Uni ted States," hot.1-I of; 
~ h i c h  3 r e  mcnt'oned i n  ths  a c t i n n  as i f  oce and thc sam.  The a c t i o n  a l s o  c la ims 
" the K:ngdcrn o f  Heaven" and "tlit Avent.le, which i s  Jesus" a2 "t.he p lacc  ~ h c r e  
************ and ****  ******  ) thfii?:~" and whjch w********** .a wntits ti: make ( t h i s  a r c a j  t h c  
p l z n e t  of  *******  and * * * * *  * * *  ****** ****  and t h e  p r o p e r t y  o f  ************ * *  
******** s," r e f e r r i n g  t o  it. as" " the  tieH space s t a t i a n . "  'The ac tua l  purpose o f  !he 
s::i t ! ' ? e t i t _ i o n  f o r  i n j u n c t i o i i )  i s  ur;c!ear, b u t  5t appcars  :.J a t t e n ~ p t  t o  bai l  
"!)se,;do.::cienr-cs ( s i c )  71.1 :tic IJni t ed  S t a t r s  ," o r  a1 1 t h e  practices or  scier lces 
i i > v ~ I  :.I in9 m e t a p h y s ; ~ ~  5:- t t- ie ;,urnan mind, c;iket- thc31i these ui-~der-taken by y o u r  
fa:.::-k;lr or  hr?; student.r .  This 55 b o r : ~ e  ot.~t. by the statc3ment nade elsewhcl-2; "I 
ixjt ;I r ; l ,u~. a t  tiir- ****  j:  *.+, " - .  - . - +  ; ' 5:; LI;IYO;IC. ;i~) b c g i n  nny r ;c ie ; i t  i f i c  pr!igr-~mc-. 'The 
AnlcrTc3:-15 do n r ~ t  q t ~ a i  if.; c o  Ler;;n. Only **** *****  **** ******** **** i s  i:he c t l ~ s c n ,  and 
!ti:, hi:: ! o  be  a r ~ d  u;ork me, t3 ritork t hc  nritl program." 

;/i,l.! r::;.te you cani iat  b ~ q i r ;  u n t  i 1 you fls3\/i! ~ j ~ r _ l ~ ~ ~ ~ r l e c i  thc 1 sic i n  l l i c  C o n s t i i : i ~ t  ion of 
t h,: ! j i -~ i l :ed  S ta tes .  !'OLI ;\1::;0 : ;T i l i t .  Y O U T  p r imary  goa'l '1': Lo pri:pare thi:  S t L i i z  by 
i m ,  c7t;ict1 x i 1  1 prep2re  f:t-~c dep;rri.incnt o f  cducat ' lon For. the ;1e+1 pr'ograni. 

I n  ik~e Form 1C21, you ciL!'lnl t o  h? a soc ia l  ;vcl f a r e  or9sn;zat i o n  ci:cir~pt. ~.!r-lder 
" , O L I . ~  ' - %  / ( 4 )  :)n c s r i e r i t i a i ?  y the same hasis yoii c l a i k i  t o  bc exelrlpt: under 501(c j ( 3 1 ,  
c;!cept you s t a t e  gciu w i i l  s e z r c h  f o r  "Fra:i.rnity b r o t h e r s  and s i s te rs "  who ~ i l i  i)c 
ycl.): zriiden',.;, and ~ f ~ c f  wil l  "became prepared through t l i c  school and the society t o  
be ~;~r:rnp'lcs" f o r  othe;.-s t o  f a ?   OH. 

Y a . 1  c i  airn t o  be an a g r i c u l  t u r a l  c l rga r t i za t i o r~  desc;r'lbcd '!n s e c t i o n  501(c) (5) ba:;cd 
fin p i  arts t o  c o n d ~ l c t  resear-ch, support a y r i c u l  tl..ire (unexpl aincd) , prot-tscf t h e  
; IcdS icrrat+~r-:an Sea, and devi:? op fish far-rrs, 

s , ~  ,;,{.I . C !  - a im * t - (3  t ) ~  a ~ 0 ~ 4 1  c i u b  d e s c r i b e d  i n  s e ~ : t i o r ~  501(c) ( 7 )  o f  the Codc or, ?;lie 

b a s i s  :hat you w.ill p r o v i d e  exr.u:-sior~:, ( f o r  r e l a x a t i o : . ~ j  For ,the s tudents ,  w e l l  
as f i e l d  t r i p s ,  symposiums, and l e c t u r e s .  The l e c t u r e s ,  you s t a t e ,  w i : l  be f o r  
t h c  s t u d e n t s  and the pub1 Sc. 

You cla'lm t o  be exempt under s e c t i o n  501!cj!8) by b e i n g  organ ized as a college 
f t . a t e r r . ~ i t y  o r  s o r o r i t y ,  o r  c h a p t e r  o f  a co l l  cge f r a t c r n i t y  o r  s o r o r i  ty ,  3nd by 
opi : r i ! t ing under the lodge  system, with your p a r e n t  lodge be'lng ****** * *  * **  
* ****** * * * * * * * * * * * * * * *  **** ******  * * * * * ,  ****** * * * * * * *********** * *  ********* ****** e. 
2,ii.ice SO:! (c;! (8)  o r g a n i z a t  'rorrc !nust a1 sct pro \ / i de  1 'I Fc, r;ir;k, acc iden t ,  o r  c t h c r  
t i e i l e f i  ts t o  nctobers, thi . ;  cl ainr i s  31 Y O  appare i i t l y  based on the r c t i  I-ert~cnt, 1 j f e ,  
h e a l t h  aiid acc ider r t  i nsu rance  proposed  For your  members as noted above. 



= - .  -4-  

********** ** * *  *** * * * *  

Y G U ~  foundcr  s t a t e s  she ha:; been u s i n g  her hc~sbarrd'..; r e t i r e m e n t  income as c a p ' l t a l  
f a r  t h z  o r g a n i z a t i o n ,  t o  pay i t s  zxpznses, which have c o n s i s t e d  o f  h ~ r  l i v i n g  
expezses i : *  * * * * * * *  ,  h e r  husband's : : v ing  cxpcnses i n  ********  nhere he m a i n t a i n s  
C i r i i  ;-= 2,dCS * *  . I 

, i j  ! , ~ t  p # - ' , i , ~ ~ j . ~ ~ ?  ;d:.-, GC! - ,<L ,  2: .:n c f f j c ~  2;;d 3: :: ~ 7 2 ~ 7  f o r  yg\!r 
stcrdcnts. Your p r o j e c t e ~ j  budgets show a11 o f  your  suppor t  c o n t i n u i n g  to be f rom 
the " - 6 '  c L ~ r ~ m e n t  annu i t y ,  and your  expenses t o  be f o r  the 1 i v i n g  expenses and o t h e r  
p ~ r ~ r ~ n a ?  expenses o f  t h e  **********  , inciudt;r?g rnor tyag~ j  payments and homeokiner's 
a s s c c i a t i o n  dues. 

Yclur foander a1 so s t a t e s  she p l a n s  t o  draw a cjrnal l s a l  ziry, the amount as y e t  
u n d t e r a i n e d ,  b u t  enough t o  " l i v e  c o a f o r t a b l y . "  A t  the same t imc ,  she s t a t e s  h e r  
1 : v i n g  expenses, as r re l l  as 1.1cr husha;rdTs, the t e a c h e r s '  and the  studerr ts '  1 i v i n g  
cxpenses will bc p 3 i d  by t h e  o rgan i za t i on .  All o t h e r  income, she states, "will  be 
i n ves ted  -in my new programs, suc:h as my new and f u t u r e  economics and my new space 
s t a t i ~ i ~  s;d s p x e  c r a f t . .  .". 
Se.r-r::cn SGl ( c )  (2)  o f  t he  Cocle crtelnpts f ram Federa l  Income Tax organ- iza t ions  
~ ~ r - g m i z e t j  and opc,;..atcd o t c l  ~ I s i v c l  y f o r  c k a r i  tat11 e, ed r i ca t i ona l  , s c i e n t i f i c  or- 
crh.:; ;>i:5.:oscs ::pecified -in t h i s  s e c t j o n ,  nn p a r t  o f  t k z  net  carningc, o f  which 
i~:...:.:~ :c -.5:2 i . i~ ; )~f i ;  !:..f ;;7y p i - i ~ ' ~ : : ~  zhzr<!:c1d~:- C,T : n $ j v : r ! ~ ~ z l ,  !Tri ~!,!t)?:antj31 p 3 ~ t  
c,f  y ,:,.- L...: ; i c t r i v i  t ;cs o f  W ~ I ~ C / I  i s  c;trnrj/inq OT! pr~j?acjarldc! o r  otherwise a! te;npt  i r ; g  t o  
ir-iF!r.!er:ce ! c g i c l a i . i o n ,  and wti ich does no t  p a r t i c i p a t e  a r  intt.rve:?e i n  ( i n c l u d i n g  
the pl;bi 5 z : : i r v ~  o r  d i c ; t ~ - i b u t i o n  cIf statements)  any p o l  i t i c a l  campaigr~ on be i ia i  f o f  
~ n y  c a c d i d a t c  for prtbl i c  o f f  i c e .  

( ' jel:iion 2 .  ZD? it:) ( 3 ) - ? . ! A )  (3 . )  u f  t h e  Incoine Taz Kcgul a t i o n s  5t;ttcs t h . 3 t .  t c  b2 
i.,-,;.n.l>t . , f -  u::d,r 4 i ) J ! c ) ( ? ) ,  :jn o r g a r i i z s t i o n  must be b o t h  o l -gan i red and operator! 
r : x s ' , ~ . s i v r l y  fc/r one o r  iilclrc aF t h e  purposes dcscr'!bed 'In .t.i~ir; r.ec.t.'!on. If: ,3n . . .  org? : t ? r a t . ;~ r?  f ~ i l  s t:o rncc't. e i  thl:r the  argan iza t . iona1 tcst or the opcraticin.:ll t e s t ,  . * -:t 2~ mr-* , i J L ?XE$pf . 
C / > \ . I .  . \  -*cc.t i o n  1.501ic) :,.,I .I.([.) (1) o f  t l i c  t*sgu12t.i0nz provicler: t h a t  an n r93n . i za t i on  i.; 
r j pe rd te i j  ~ x c l  t i s i v e l  y ?OF. one 01" iflOi"i! cxempt. pl.!;pnses on1 y i f  it cnt;scjcs pri iccari l  y 
i n  c3r t . i~~  t i25 ~ h i c h  accompl ish one o r  more exespt  purpo-cs spec: f ?ed i1.1 scc t io:? 
5Cil!:cj (3  - and that  an oi-gan5zatior1 w i l l  i 7 0 t  be 50 regarded i f  nlore t h a t  an 
in.,t.~bc_ t a n c i a 1  p a r t  o f  i.is act. i v i  Lie:; i s  not  '12 i u r t . ! i e rancc  o f  art, rxcmpl. ~ u r - p o z e .  

C ?r!c-t I o n  - I .5OI Cc:t (3j.-1 ( c j  (2i C J ~  the  r c g ~ l i  i j t . i i ? n ~  s t a t e s  an o rgan i za t i on  i s  n o t  

r:rcj:7nizei! c-xc.lur,ivcly fc;r DIE or mor-c rxempt ptcrpasss i f  i t s  rrct rsrn'lngr; ii1~11.e i n  
:.rt~!:lz o r  i n  p a r t  t o  the b c n e f i  t o f  p r i v a t e  sha i -eho lders  o r  i n d i v i d u a l s .  

S e c t i o n  1.501ic)  (31-1 ( d )  ( 3 . )  ( i  i j o f  t h e  r e g u l a t i o n s  s t a t e s  .that an o r g a n i z a t i o n  i s  
n o t  o r g m r z e d  exclusively f o r  one o r  more exempt purposes unless i t  serves a 
pi:b:;c r z t h e r  than a p r i v a t e  i n t e r e s t ,  Thus,  t o  meet 1:hc rcquirem:?;it o f  t h i s  
s!,tdivi;ion, i t  i s  rlcter;c;;iry f o r  an o r g a n - i z a t i o n  t o  es t .ah l ish  t h a t  .it i s  ; lot 
ctrgsni7ed :ind opcr- iv t~r l  f o r  t h e  beri2F.it o f  p r i v a t e  i n t r r e s t s  such 2s clesiqnated 
i:!di;~ic!i!,.l s ,  t h c  creator 01. h-is fam'i1 y, s h a r ~ h o l  clercj o f  the o r g a n i z a t i o n ,  o r  

contrc;l lecl ,  d i  reci.1 y o r  ' Indirect ly,  by c u c h  p r i v a t e .  i n t c r c s t s .  

5ecriu;7 I .SOlIa)-.ll:c:l def incs "sl larel?al der  o r  i n d i v i d ~ ~ a l "  as per-sons hav ing a 
psrsonal arid p r i v a t e  i n t o r e s t  i n  t he  a c t i v i t i e s  o f  the  o r g a n i z a t i o n .  

,#, 



In  R z v .  P J . I ~ .  81-94, 19191-1 C.0. 338,  an c r g a n i z a t i o r ~  f r j rmed by  a nu rse ,  i r r  w h i t t i  
she ::erved as rlh? o r g a n i z a t i c n ' s  e ~ ' r : i s t c r ~  d j r e c t c r ,  2nd pr-?ncipaI  cfficc:, way 
he ld  n o t  t o  qualify f o r  ext:rci>t.i~: cnder  501(~)/3j, Sirir:e she azsigned her assets . - .  , .  - .  
ar;b , , : .s  i ?  1 t:pP, . inc luding Iiei- i i i cose  from outc-Sdc emp?c~.jmet~t, t o  t b ~ "  organization, 
ther? :dsed the o : ^ g a n i z ~ t i o n r s  tunu: i~ ,I;;. I-?- .. , 7 i v i n o  and personal axpenses, the 
orgsni:;aticn ~ J Z S  s e r v i n g  private r a the r  t h a n  p u b l i c  i n t ' r ' r e ~ t s .  

Ifi-~~~bzl;l.-&i~ist!,ri_~~,-~!l_c. v. iJJj_r_e_exd-SJ2~-~'ie~~ 79-2 USTC, paragraph 9412 !D.D.C. 
??79 ) ,  and k l a r t i n s v i i  1 e W i r i i s t r . i ~ s  Inc. v .  I lni tcu Stn tec -  8 9 - 2  USTC; paragraph -. .--.....---I 2 -.-.. * 
5719 (G.D.C. 19731, -the c o u r t  he ld  the respective o r g a n i z a t i a n s  were n o t  excntpt 
bccsrsc  p a r t  of the  npr earnings Mere he id  t o  pay t he  %embers' :4vtng c>!panzes. 

s ,  1 ;  B i n i , , , ,  f A , ~ ~ ~ . L S c ~ _ ~ ! . _ r j ~ a _ . _ ~ _ ' _ . ~ ' . r . t ~ i f ~ ~ ~ ~ ~ - ~ t ~ s ,  82:-1. 
LISTC. p a r a g r m f i  9168 (D.D.C. 19811 t l ~ c  c o g r t  he id  that  a re1 ig!ous u n i t  
r3r1:'lnting of 1 i L t 1  e %:>re thar;  a fsai'i  y, ?n which t h e  rnembers renounced pe!+sona! 
p o F c r t j ,  ass igned ~utside s ;~?a r ! i s  t o  the or+ganizat. icn, and, ir !  r c t t r r n ,  were 
?.. >*lrr:..r rp-,i..-. t.ci! hy t l b l :  ~ r g ~ ? r l j z ~ ~ t i m - ~ ,  + . . ~ d  n o t  net i t s  bur-den o f  procf t h a t  i t  was n o t  
npzr.?ted f o r  p r i v a t e  bcncf i t .  

I ; :  .- ,s;:r t r ! ~ i v f l  thi. ~ l e ~ i ~ i  t y  O F  T ~ E  p h t - ~ S E  "zxc1 u5.i :'el y f o r  cciucat ion31 purposcr:" i n  
I .'.:>: ..... ?... Cqt..r.,r. ~ ~ ~ : ~ i ~ ~ ~ ~ ~ , ~ , , ; ~ ~ ~ ~ ; ? ~ ; ~ ~ ~ - j ~ ~ ~ ~ ! ~ : ~ ~ ~ ~ ~ ~ ~ ; ~ ~ ~ ~  -cf-j:rf_l ,v._U.-S., , 326 f j , S .  379 (1.9451, c t .  D . 'Z'. 

.L~:..,u, 1'145 C.P1. 375, ?he Supi-cne Co~.r!-t of  i h c  Ut-ritcd St-aicc; z:ri.iti, "Thi-; p fa ' i n l v  
xea:?r t h 3 t  t i - 1 ~  prcc,rnce c l i  a si:ig? e ; :an-edilci jr ion~l purpose, i f  s u b s t a r ~ t  ia l  i n  
i.!,t:irrl, wil! destiLay t he  exempt i c n  rcga i -d less  of the nl.!mber or  StnpufCariir: o f  t r u l y  
.cc!:.:c:itio;-~al purpo.~.er,," Th is  r - . t ianal  e spj11 i c s  equal  i y t o  any specif i c d  purpo.;es 
cn;!cir s c c t i o n  501 (c j i 3 ) .  

To qua1 ; f y  f o r  pxcrnptior!  u n c k r  z.rl.ctior: 501 !c> i 3 ) ,  thc 3ppi i c a n l  o r g m i z a t i o n  ha= 
L::: St~rden  of shqning i l l  t h a t  i t  i c ,  o r g a r ~ i r e d  and  opera-l.ed ci.:clcrsivcl y f : ~ r  
rc ; ' ig iouc,  czducatinnal o r  ot:ier. s t a l . ~ d  pur-poses (2) t h a t  no p a r t  o f  ' I ts  n e t  
c a c n i r ~ g s  i n t i r e  t o  thc Scnef i r  ~f 2 p r i v a t e  i n d i v i d u a i  or shai-eh~ldcr- ,  and (3)  ~. i .~ rs i  
i!:; ;ubs.tant.iai p a r t  ::f i t s  a c t i v i  :ips consist  o f  t h e  c l i~seni i r ia t  i o n  of plar)paganda 
or other-wise a t t e ~ : ~ p t i r i g  t o  i;,)fli:ence l c g i s l  a t i o n  o r  r n y ~ g i n g  i n  pol i t - i c s ?  
i i { , i ? v ? t y .  [Amg.yj.~;~!~-CLt!~!~,c\i<:~.~.-~?.mjj~~.i.~~~-rv 82 TC S.2 <1'384j,I 

Y;,!r p lao .to !bi . i lsf  is!, and s e ? ?  books o:*tnc.d by your fourtdcl- and s a l e  d i r o c  toi-  
1 : ,2 ;?~, t . i : .~1 te~ b o t h  pr?v ;3 tc  beficf i t and i i l u r e ~ c i ~ i :  o f  bcr~ef  i t ,  b o t h  p ro t -~ ib ' l t ed  by 
2 c r t i ~ r l  ,.jOL(::)(.'.;j. Yoi!r' : t ! l  i z a t i a n  o f  inccm,?, and plan5 t o  c ~ r l t i n ~ i e  t o  u t i l  i ' z i ?  

inccmc, t o  pa;/ a1 1 t.1-!e 1 i v i n ~  erpenses arid pcr.r;otml cxpct?ses o f  your io tn r ld~ t  /r j j : 'ct tor 
2nd f ~ c r   usha hand, ' , f iclr.~ding pvrchasc and maintenance o f  h o ~ i e s  i n  IF;- riclmc (fit- tl-!:' it. 
:tames) and f o r  t h e i l -  pcrsonsl u s * ,  h v e  n o t  h e n  es tabl  i s i x d  2s r ,~~.;ani~l-~f e 
cozipct.)sation f o r  s c r v i czs ,  and c o n s t i  t ~ t t e  pi-ivate bencf i  I: and i n ~ r r e r n e n ~  o f  incorac , 

F~.:rt.hcr, your' p? ans t o  pay t h e  3 ' i v i  ng expenses, i r~cl  uding hous ing  and recreatior: ,  
c: your f ~ l ~ n l j ~ i ' ,  her h~.rsbsnd., m d  :/our t eachers  2nd studefits, 2nd t o  p r o v i d e  a l l  
~ ~ r n k e r r i ,  i nc luc i j r i g  :;nu;. Fo:lndcr and the t c ~ c . h e r s  and stc.rder?is w i t h  r ~ t . i r e r ; ~ e r i i  
?. ,-, ' - ,  , ., leF i i  s ,  ;~r!rJ acc;dzrti-, :.1Ci:riosr;, heal  t h  . x d  1 " re insurance, I-tave riot bce11 5hoe!n 
t o  br  i-eazonabl c conpenc;at i o ; ~  ti; ;n f u r t h e r a n c e  o f  chat-i t sb lc  ancl educational 
p ~ i r p o s e s ,  arid t h e r e f o r e  corisr.i t u t e  p r  i ~ a t e  ~ C I W  f i t :  m d  inurt?alent c j f  cai-nings, 
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A 1 7  ~~yr r re r ! t -3  mzdc and t-c i,? fiadc ra ,  or on b e h a l f  o f ,  ct. f o r  t h e  t e r i e f i  t o f  you:. 
fr,ur;dtr, ! . ~ E T  hu:bst-id, ; i t i ; f / ~ ;  her teaci;err, and studentc arc. based on owl:! artci/o- on 
till? &sit-e  ci yadt- f o u n d e r ,  r a t h e r  than on t h c  va lue of s c r v ' l c e . ~  rendered. 

- - ,  
','uu L ~ , i i , " i .  L' ;i..L,l,,: L" :+.!.,c8;1 :;, tL,::; ;-c;p~c: k,:c31.::c ycm;;r !--l,!drntr yf]le ,- !" 

'.'wiil be st.uder(t.; f o r  I j i z . "  N e j t h c r  would a school  o r d i n a r i l y  r e q u i r e  a l l  <.-- 

der?i_r atid t eachers  t-o 7;t.e i n ,  or  say f o r  .ti;eir recrcat iot ia l  t r i p s ,  o r  p r o v i d e  the 

Ywr p lans  l o  cs tabl  i s h  a c h a i r  f o r  **** ************  a t  * * * * * * * * * ******** ********** *  scrvcs 
hcr- privatc and per-;onal bene f i t ,  as does t z k i n g  c w r t  a c t i o n  t o  a t tempt  t o  
prevenr apyone but  h e r  from enqagi:ig i n  c ,c ic . i t . i f i c  activities. 

Ncithe? lias yoi r r  c o m a i t m e i ~ t ,  i n  your  bylaws and dpparent ' iy i n  p rac t i ce ,  t1it.t your 
d i r c c l s r  p r o t z c t  h c r  s o l e  s t u d e n t  and "be w'tth him aC a l l  t:imes," and ~ i c c  versa,  
h?i:n si-iown t o  s c r v c  a ::l;ai-i t a b l e ,  o r  cducst  i o n a l  purpose, and i n  f a c t  t h i ~  appeal-s 
t o  have  cac~rcd  s o ~ c  d i r r t . f p t i ~ n  or. d i s t i r rbance  011 the  csinp~~cl, which would !lot bi! i n  
fl.~1-1:$c;-ance o f  exempt purpose::. 

I t  'r :, thc;iif01-~3 OUi. C T - . ~ ! C ?  LIS;O:~ t h s t  YO:J a i i :  ~per ;~f icd  f o r  t l-IL. pr i va t .u  tencf - i  L ~ f :  
. -  ... C z - s i b - . J  ..... - . < , , J  i- i..,.?: .. C I,,,,. c h ~ . - . ~ i c  

J , . A !  I .,., .'UI-. L , I ~ . J - ' -  . . .,,.J.-.. , . ~ ' j  ., ~ n l  t o  pt-omotr yrl:tr- f o : l t l d e r 1 s  pcr.;or?ai , 
!.;xi i~e-.; zrici ~coi?orn'i; in:er.r.r t.5. .,'a; ~. r -c .  not: u~.yji:n'r.ed o r  apur-ateci e x 1  irsi v;:1 y 
f o r  rbari-r ai?? c , cduc;t_ior?:31 , o r  ott l i l t -  pur.po:;cs ci?i.rsic;t-zr~i w i t h  cxcl. p L  i o n  ~ l t i d f l -  
1 c j 3 . 'io1.r .?re i 1 8 ~ 1 t  ":.cririj.rt u n d ~ r  sec t i c~ r l  501 i c )  ( 3 )  arid c o n t r i b u t i o n s  t c  yu1.l 
s i -c .  ::gt dcd~.~r:t,jijl e . 
f t t i . t h ~ r ,  .;ince yoc 51.:;kii 3 1  tci.;l.;tejy th2! y o i i  ~ i l ?  be ~~ . !pp i j r t c .d  by i : u i t i ~ ; l ,  tt:at 
:/o;.i :.;!::7 te:lr_h yolui. ~ ~ : r d e i . l t ~  f r c e  ar?3 c o i  1 e c t  from I:h; r i c h  al-ld fro,,! t i re 

, .. . 
! I I . : ~ I  i :!':at i on  a? itolci- Facltide:-'5 books,  iimd t h a t  you r:cpec t your support Fron~ 
royal  tii-.s f r o n  t1.i~~. I.J.5,h. ai?d i ron: 531 c o f  y3cr1- books ( t t i r ?  royal i i c s  scp i r rd ta  from 
t h c  5lslle o f  books a r e  i~iic:<piained),  wh i l e  i n  fact .  a1 1 o f  pour suppot-t bas be2en 
frcm the husbanrJ o f  yol.!r f ounder ,  you havc not show11 ~.easor~ab lc  c a ! ~ s e  t,o be1 i e v c  
you H S I  I r e c c i v c t  morc ii.isr1 1/3 o f  your- e u p p o r t e i  t h c r  f ro r i~  eol.lt r i b u t i o t i s  from 
p u b l i c  .;o~~ir~ces 01- fr-sir; a combinaricn of  pub1 i c  g i f t s  and r 'cceipts f rom r e l ~ t c r j  
.i~c:ivi t i f . ,  d u r i n g  your f : r s i  5 years ,  t o  qua1 i f y  For-. an advonct! 1-ul i rrg t r c a  t 'lay 
you a2 n t f ~ c r  than ,I ?r ivatc ,  f ounds t i cn .  

i f  7c;u do n o t  3zccp t  oi:r f i~ci ir , ig'-3, +C recoliliner.rd tf- at y ~ u  ~'equcst. a r o n f c l - ~ n c e  1,ilith 
I mc!riLcr o f  our R ~ g i o n a ?  SFf i c e  o f  Appcals, You,- ~-c .c lux  t Cor a conference si~oulcf 
Ilrtcl ucfi., .s w1.i f- to1 appeal  qiving t h e  f a c t s ,  1 ;lw a t ~ c l  a n y  o t-Iict.. ir;fo~.n~at i o n  to  
. ; l ~ p p ' ~ r t  YgLIi. p0s.i t i o n  a5 c ~ p ?  a ined  i t1 t h e  ~ i i c l  osed PI-rbl i c a t i o n  882.  You #-il l  then 
be c o r i t a c t ~ d  t o  a r range  a d a t e  fo r  a confei -cncc,  Th? confc.rcnce nlay be he ld  a t  
t t i c  Regional  O f f i c e  o r ,  i f  yo11 r q u e s t ,  a t  any m u t u n l l y  convenier'lt D i s t r s c t  
O f f i c e .  If we do n o t  h c a r  from y o ! <  w i t h i n  30 day.; of ~ h c  d a t e  of t h i s  l c t t c r ,  . . t h i -  4c.t.r-rm.':nati:m w i  ! 1 ~ C C O I ~ C  f i n a l .  

I f  i hi: l e t t e r  Dzcorrrr:. f i n a l ,  a copy of t.hc 1 c t t t " r  w i l l  he sent t o  thc? appieopriate 
S t a t e  Cffici :7? ?. it':. r~(:]i:i r e d  by p;ec ' ; ion 5?04(c) of t hc Cotic. 

, . 



*******  * *  * * * * * * * *  

I f  you d o  not p r ~ t c - s t  thiz p t - c p c ~ e d  dc ' te rm i~ . i a t i on  i n  a t i m c l  y marinci-, ;t wil l  bi: 
cons idc rcd  by t hc  In tcr -nal  2even: ie Serv j ce  i js a f a i l u r e  t o  exhaust a v a i l a b l e  
, : jd r i : i ; i i~ t : rs t ive  rcrn?dies,  Scc t i o n  7421(h.) 1:2) o f  the I n t e r n a l  f?eveni/e Code providr?.: 

+ 5 "4 riorl % r a t  o r v  jcrd~ment ,i?r decree under t h i s  sec t ion  s h a l l  n o t  bc 

ir;sued i n  any proceed ing u n l e s s  iiie T.iu: Court, the Cour t  o f  Claims, cr  ttie 
D i s t r i c t  Co~rrt  o f  t h e  U n i t e d  S ta tes  fo,r the D i s t r i c t  o f  Columbia determines t h a t  
<he or .gan iza t ion  i n v o l v e d  h ; ~ s  exhausted a d m i n i s t r a t i v e  r m ~ c a i c s  available t o  i t  
+!i t h i n  thc XnCernal Revenue Service." 

S e c t i o n  50?!c)(4) o f  t h ~  Code exeRpts c i v i c  Leagues o r  o r g a n i z a t i o n s  n o t  
~ r - g a n j z 5 . d  f o r  p r a f i r :  but operat.ed ~ x c ? u s i v e ! y  f o r  t h e  p romot ion  o f  s o c i a l  
we1 f ~ r e .  

Scct7ort 3. .501!cj(~i)-1~3! ( 2 )  ( i j  provides t h a t  "an o. ryan iza t . ion  i s  opera ted  
~ ; t ~ l i . i s i ~ / c l  y  f o r  thc pro,nor ion o f  sccia l  we1 f a r e  i f  i t  '!ri p r i r n a r i l  y engaged i n  
pro;sot.ing i i :  some way t h ~  cozmi~r~ good and general  w e l f a r e  o f  t h e  peop le  o f  the 

- ci>:nmti:.~'! t y .  A n  or-9ar:izat' lor-i eaibraccd +t i  th2!n t h i s  sect.ior1 i s  one whicl-i i s  c;pc.r.ated 
p r ' l t r : a r i l y  f o r  1:he purpose o f  br ing ' ; t ig  ab~ul:. c : iv ic  betternlent.; o r  soci.31 
; if! 7 $4 (> 1.0 p yi . " 

Ii*;l?r:r.~l-nt i n  the d e , f i n i t i r j n  o f  s o c i a l  ~ ~ ; ' ~ I f a i . . i ~  i s  ti?? cor;cep!: t ha t  on1 y ii: pet-sons 
(jrf:l~r-~~ l y  .r.li tb' ln t t i c  coca! ln i  t y  bcricf i t w i l l  an  ac t : i .~ . i t j /  promotc tl.~e soc i a l  we7 f a r e  
rif ? hr: caenuni  t y . CP-sop1 ~._~.g. .  E$u~a.i),n,al_ Cainp, !hr, i.:t..y Igc,,  y - : - ~ ~ ~ ~ f i F ~ ~ i ~ ~ n i ; , ! - ,  331 
f ?d 927 (1964) 1. I r i  !:he c: iceptiozc?l cast, art 0i.gst1izatS011 CI?OSO ' ; C I * V ~ C ~ S  2 1 ~ 2  

a~,.!r.te r;v,;$l ab l  c t o  it:: n~cfibi.rr: w.il! ; by th? r l a t u r c  o f  t.hp r , ~ r v i c e c -  r:nd thi? groups . . 
i.,2r,?? , , -  , r .-, , * g  th!:-in, b;: c:cl~~idrrri:Si :3s t xwf i  t. ii-19 t ~ I C  c c\inn~t~ni t y  as a who1 e . ! a  sllr.11 
c::cc? t S n:137 case?, 'l t ;i:ts~: bc c! ; .3rl y c s t  ab l  i-_;t ied i:!13t tnak.';ri:r t h e  s c r v i c r  
1 l ' ~ 3 ' : 1  (:ljl;! t-u the p j r  t jcu7 s r  gi-vup ~ E J I I C ~  i t~ Sht: commur~i t y  2 5  a 1.rhol s .  

I c r  exr:rspl e ,  Rcv. K t r l  . 79.316, ?.97!?.-;? C.B. 228,  an o t - ~ a n i z a t i o r i  t h a t  cltlarrs up 
311 l i q u i d  z j r i l l s  ',ri a ce ; - ta in  p o r t  c5t-yo and h.ss a meinhcrship compi-ised mos t l y  o f  
c i ?  334 cheinical ronlpal.~'ier. which s t o r e  01- sh ip  1 i q~ i ' i d s  i n  ttw p o r t  a rea ,  )/as h e l d  
t o  he ~ x e i n p t  u~lc ier  5Ql ic )  (41,  i3s 1 orlg as i t s  c l ~ a r g e s  !-o i ne~be rs  and nonrnzmbct-5 
c r  i t  711~: f a c t  t h a t  ntsmbe~+siiip i n  t h c ?  organ. ize t ion  enables ct.~.tnin 
rnc~!!:)?i.-s t o  li:a1:t r cq i . j i r cncn ts  For 1 i c c n s i ~ i g  was c o n s i d e r * ~ d  i f i c i d c n l a l  t o  i t s  
pr iwr:y ~ ~ . t ! : v ' l i . j  t.:t~?ch b e ~ e f i t ~ c i  .;I:! jnt-rs!~i tantc: ;n the corrtmuniiy. 

I. or1 v .; : 3 c- 1 y ; i i1 rl!e.!.l ~.:.i.r,!~!l..- Yo;iler.!_. f&2~i r.r.-r:l lib -Ins, ~:!_-Cq!gnic;~io!te!. , 236 F .2d 509 
11?4;6 j , t i 1 2  tour-t a f f i r m e d  ijcr:ia? o f  i?xe~ir/.~l:ior-I t.o a mcnibcl-:;hip c c j r p o r a t i o n  
n;-g,3:1ized t o  promol:c the gencr-a1 g ~ o d  dnd weliarc: of tiierrrbcrrc; i n  t i i c  t r ade ,  
cr.rcoursge ft- i e n d l  y r c l  ation.;, a;~d p r o v i d e  a i d  t o  n~cmber-s i t 1  clistt-ess. Memltership 
cvzrl wi thir.1 t h e  t r a d e  was t-cst r i c t i v e ,  s ince appro: i inato l  y 15% of appl  icants wel-L" .. 
t u r n e d  dawn. I he s e r v i c e s  p r c v i d e d  by th?. o r g a n i z a t i o n  were h e l d  t o  hc pr imar i ly ,  
i f  no t  excl usivcl  y , f o r  thi? mc~nbcr:;hip. The cuurk 's  co~ntllents jrlcl udcd the  
::.;aternent the ". . .npport i !n i  t i e s  f o r  rcc: reat . {on arid f o r  vocat.ios~d1 ;~dvariccrnent, 
E;I jr)y;ah'i e so? cl y by t h e  tecmbcrship o f  a t i g h t  ! i t t l  e t r a d e  a s s o c i a t i o t l ,  do n o t  
pro:tta.te : soc i a l  v ~ c l  far,{;' w i t h i n  the ~ ~ c a r ~ i r i g  o f  the  st .nt~c te ."  



I..il<zwise, ;n Rev. Rut. 62-58 ,  1381-1 C.B. 331, i t  was held t h a t  a p o l i c e  o f f i c e r s '  
as.ocist i o n  t h3 t ,  i t5 p r i m a r y  a c t i v i t y  , p r o v i d ~ d  i t:mp-c,!.lm paym.=nt,s LO i t s  
mcc~!)er.s on r e t i  remc:.!t, or  SO t he  bcpef i c i a r i e s  upDn death,  wac oper-ated p r i m a r i l y  
f o r  t h z  bcnefit o f  \ t r  ~riccibcrs and that. any b e n e f i t  t o  t he  c o m ~ u n i t y  was . . 
7 .  T11:: c::-~~,~i~;l~T;,.~ i i i u ~  i i u  l i a ~  quai if;, i o r  exemption. 

1 Rev. R u l .  75--193, 15575--1 C.S. 160 held t h a t  an organ: lzat i>n that  raicjed noltcy from 
i t s  riienbcr..: sad  prov ided  f c r  payment o f  1 i f e ,  sickness, and acc'ldent h e a e f i  t s  l o  
Sts nembcrs was no t  exempt under 501(c)i?), since i t  Has operated f o r  the  benc f i t  
c f  its members, and bene f i t  t o  the community as s whole was i nc i den ta l .  

Scction 501(c)(S) of the  Code p i 'ov id~r ;  f o r  exempt ion o f  l abo r ,  ag i - i cu l t u r s l ,  o r  
hort. i c y ?  t u r a l  o rgan iza t  i cns .  

Si.,ci i o n  1.501ic) (5) - l ( a )  of t h e  rr jgul a t  i cns  s t a t e s  t h a t  o rgan iza t ions  conterrrpl a t e d  
by !;ection 501(c)(5) are thasc which: 

( a j  have r?o r t ~ t  ~ar11ingc3 jnl-rr ing t u  tke b e m i i t  of any member, and 

( b )  h i j v t  3s t he i r  o b j e c t s ,  the  bzt termcnt  o f  i h z  cond i t i ons  o f  persons c n g a y d  
i n  t5-.  p!:.r.-uit c f  1 . 3 5 ~ 7 ,  cg;;cul t u r c ,  o r  ho; . r icu i  t u r e ,  t h e  improvement o f  the 
r:rar!i: of  t l ic i ;  productc, ,  j i ~ d  t h c  developmenl: of  a h i ghc r  decjret: o f  c f f ic icnc;y  
! n  the; r r e s p e c t  i v c  occupat  ic r is .  

I I I  or-cier f o r  an urganizatSon t o  bc czempt. undzr t h i s  s e c t i o r ~  i t  must be furnr~:rl ;11,rrl 
c;p~:v.r~tcri pr i l c : a r i l y  f o r  crlc o f  ti?;: purposes p resc r i ucd  i n  t h i s  sscthon. frl tho~.~$?t.~ . . 
1 4  1:: I . I G ~  ~ a n : i z t o r y  that. t . k ~  ot-ganSz3tianf-, ifiembei-s be engaged i n  (agtr icui t .ura?) 
I-,ut-r.uit.r,, an acji-i~?!!1ar31 o " . j 2 r i i ~ f ! f  ion d r ~ c t - i b ~ d  i n  50?(c:1(5) rnlrst. I isve a:.. it:-. 
p r i m a r y  put-pocc t h e  be? teralmt o f  the cond i t i ons  r j f  those engsged i n  agricul ~LI I -e  
arid the Smprcvernent o f  t h e i r  products  and occups t  iolral (agricc!? t u r a l  ) c f f i c ien ; .y .  
[ I T ! ?  1.SOl[cj(5)-.3.(a) 2nd Rev. Rui. 60-86, 1960-1 G.B. 19R,] 

Y u r t h e r ,  cince the  p u t - p r x e ~  of an z g r i c u l  t u r a l  o rgan iza t io r .~  descr ibed i n  section 
5fllic) (5 j  arE t o  better t.'rie r.or;tli t i ons  of those cn~jaged i n  dgrir;ctl i-l.rra1 pursu.its 
r j i : r : P t - i : l I  y la.; opposed tr: 1 abor organizat ions which a r e  fcrrmcd t o  benzf  i t  
i ~ ~ d i v i d u a l  r~e~nber ' s l  t h e  PI -ov is ion  o f  we l fa re  a i d  and b e n e f i t s  t o  elcmbcr-s u f  an 
3griccll t ~ r r a l  i ) rgan iza t  .ion b r ~ ! i l ( l  c o n ~ t i  t v ~ c :  p i - o h i b i t c d  ir-~nrtr.nient o f  ir;c.omc; as irl 
k r ~ c .  R u l  . 67 251, 1967-2 C.3. 196. 

Stc,t4on 501 ( c )  ( 7 )  exempts "clubs  organized f o r  pieawrc ,  r e c r e a t i o n ,  and other 
r i cnpra f i  t a b l e  purposes ,  substat~~i : ia l  i y dl  1 o f  t h c  a c t i v i t i e s  of- which are For such 
p i rpose s  and no p a r t  o f  the net. earnings of which i n u r e s  t o  the b e n e f i t  o f  any 
p r i v a t c  shareholder." 

ifii? l q g ~  amendnier!t: t o  t h i s  zect ior l ,  changing :it froin the 1-ccluil-ernent t h a t  a 

SO1 ( c )  ( 7 )  bc "cr!~ari izrd and operated oxcl u s i  vel y f o r  pleasure, rec rea t  iona? and 
othcr  rlonpr-of! tab1 c: p~lr-poses* t o  thr. "subs t a n t i  31.1 y a1 1 o f  t hc  act  f v i  t . icsW 
recjuii-cm::nt nt j ted Lsbove, was iiisde For the purpose  o f  p e r m i t t i n g  the c l u b  t o  
r.ccci ve i nvcs t~ l r t n t  incnmct 3nd incon~e  from nonrnen~her p a r t  i c i p a t i o r i  or. 1-rse o f  
f x i 1  i t i es ,  t o  a t;ut~st,antialf y gi-eater degree than previous1 y a1 1 awed, w i  thoir t 
losing i t s  exempt s tat i ls .  tlowever, t h e  S e r v i c e  has c o i ~ s i s t e r ~ ~ t l y  h e l d  tha t  i t s  
w o t l ~ ~ : r  nottprof i tab1 e purpose and a c t i v i  t i esw must be s i m i  lat- t o  pl easure and 
recreation, and the  courts  have supported t h i s  posj t ian.  



* *  ** ********* * ** ** ***** *** 

Sr:cLjorr 501 i c )  (S:r p r ~ y ! d e s  fa t*  exen!pr i o i i  IJ; Fi+rlts!-r.!:l! !wnc.f i c i a r y  s n c i  c t i t :%, 
orders ,  cr- s s s ~  Iat5ons: 

< a )  o p e r d t i n g  u ~ d e r  t h c  lodge  systcm or f o r  the e x c l u s i v e  b e n c f i t  o f  a 
frste;-:~rr.:; i tsel  f o p e r a t i n g  vnder  t h e  1 odge systcm, and 

( h )  Prov ld inc ,  f o r  the payment o f  1 i f e ,  sick, accident o r  o t h e r  hancfjts 

C .  dcc t  l o ?  1- .SCl i c i  i z i - l  o f  f-hc regulations s t a t e s  a f r a t c r n a ?  b e n e f i c i a r y  s o c i c t y  i s  

cxs!cpt, i r c m  t3s: o n l y  i f  oper,atcd urtdcr the "lorlge" system o r  f o r  t h e  e:-!c?usive 
b ~ n c f i i .  o f  thc ;;enhers c i  a f r a t e rna l  o r - g a n i z a t i o n  so  o p e r a t i n g ,  a n d  t h a t  
T? opc l -a t tn r :  u;tdir  the  jocige system" rleanr oart.yincj on i t s  a c t i v ' i t i e s  under  a for-ni 
r,f ot-gan.liaat " 2  iiti;.:. compr7se.r; 1 ocal branches, char t c r e d  by a pai3ei;t. organizat'ron 

. . -, 
;:nd ! a rgz i  y s c :  r-~c..;cr-ning, cn1 l e d  lodges ,  c t -~apterz ,  01- th2 1 i ke .  This c,cc;-tion 
f u r  thr r  cilJ>:c:: LC,:;-; j:! order- t o  be r;:ccirnpt t h e  soc l c t y  must haye an r:staSl ished 
:.y;iec~ f n ~ -  t h ?  ? + ~ . n e r : t  t o  its inemhcr:: i?r the ' l r  dependents o f  l i f e ,  s i c k ,  r ~ c c i d e n t  
:jr or-kIi-r bcncf:  t s .  

j'hc 1-a;: C'c~urt.. 37 T.C. 522 a t  555 (i!?lj:ii, h e l d  t h 2 t  r , i?rrn iss ihIc benefits t o  bc 
jt l i t ;  h;~ a f r;:;i. ::;3i b c : - ~ ~ C i c i a r ~ ~  C T O C ~ C  t y  i n c l  uijc:cj or11 y t.hrssc onsur .i t ~ g  ii)e~lihzrz 
,:r!,rirl-c,: isi.;i;;py -; t'r p c ~ ~ o n .  

T.:cv, P r o c .  S C - 2 7 ,  I .? .$ .  1990.-lii ( A p r i l  3 0 ,  3.r13C), pagr 1 7 ,  5ect ion 5.01 Ip:.ryc 
3.:3j, . + 3 ! e o  . - 

-r I- a r ; : :  -2.; a:. d~ t ~ r ! ! l i i 7 ~ i l ) l 0 i l  I;::.!i.i' wj! 3 be ~ S . S U C ~  t o  ai.1 orcj.:~;~ima+:ioi~!, 
r:rovilc!ed *.hit i t s  ~ p p i  ;cat ion d t - ~ i  suppoi-t.ir.!g dorurnentcj cs tab l  i : h  rltst ', t rt~ect.r t1.1;: 
par t ' l i ru iar  rerjl;;rez,a?:ir o f  the s e c t i o r ~  ut7cicr which ercnipt ion 'Is cldin~;.ti. 

r. I 
..# irtce yoi-r a r c  ~ - o v . i d i : ~ g  b e n e f i t s  r ~ n ?  y f c ~ r  your rnerlbersi aivJ w i l i  pay l iv'i;rg 
c:;per:zcr and p-~.r.:de 1 i fe ,  s i ck ,  a!:cident, r-ctirennl;:nl_ and o t l i c r  b e n e f j t s  t o  y:iur 
rn~:iibr.l-~., you a r e  r a t  rjperat~xl es:cius-ivel y f o r  t h e  pr.ol;lot i c t i  o f  s o c i a l  we1 Fare a:; 
requi i -cd f a r  e:/cmpric;n under sec t  i o n  501. i c )  ( 4 )  of'  tltc Code. 

S i i 7 c~ :  you  3 r e  not c~per-ated p r i l r t i l r i i  y f~ : .  the I ~ ~ t t : ~ ' r r i ~ e r ~ t  o f  ci)r?dif ions of per!;oric: 
eng.>grrl ? n  the p~,:;.s~i t o f  1 irbor-, agr.'ii:ul t.urc: o r  I i o r t i c u l  t u r e ,  or t h e  ,improvcmer~l. 
o f  t f t c  g f - x ! ~  :if i h ,  pr-crducts o f  ~1~1cj.i pp.rSoriC;, Oi* the development: o f  a higher - - .  . 
drsrjr.~e o f  zr. t !cic:?(:y sn t h c i  I -  occupations, ~ U L I  are  n o t  dr?sr,r.i bed i n  sccticsn 
501Ic j i5)  of t he  Code. 

Yc1.1 a r e  no"Lr;rgar;i;zed and o p e r a t e d  f o r  s o c i a l  and r e c r e a t i o r ~ a l  purposes or-. o:t~er 
I=irnilar!  non--pro f i t  purposes w i t h i n  the scope o f  sect.ian 50l(cj(7). Your plan:; 
t o  s~'1;ciC gt ivEr:~t?cnt and otl-let- g r a n t s  and dorta.t'lo17s t o  pay your expenscr;, p resen t  
.md p1anns.d payweti; qf 1 i v i n g  rxpcnses and wel.fare be;?efi ts  t o  or f o r  your  Fo~ .~ndc r  
;~rrtl your menrbers, 3 x 1  u t h c r  ac t i  v i  t i c s ,  waul d pt.-ccl udc oc-:mptiion under- t h i s  
secl- i on. 


